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DEFENSE PRODUCTION ACT 
Progress Report—No. 3 


TUESDAY, FEBRUARY 13, 1951 


ConGress OF THE UNIrep STATEs, 
Joint Comirret ON Derense Propucrion, 
Washington, D.C. 

The committee met, pursuant to call, at 10:20 a. m., in room F-82, 
the Capitol, Senator Burnet R. Maybank (chairman) presiding. 

Present: Senators Maybank (chairman) and Robertson and Rep- 
resentatives Brown (vice chairman), Rains, and Talle. 

The Cuairman. The committee will come to order. 

I will say this for the record: When we called this hearing, we 
naturally called Mr. Ching. We want to finish the hearings this 
week. ‘The House committee starts meeting tomorrow in executive 
session on the housing bill, and we want to finish with all of the top 
people under the Defense Production Act. 

Now, we asked Mr. Ching to come, and he telephoned me yesterday 
and said he wanted to remain if it was agreeable with us, and preside 
over a very important meeting—a joint meeting. So, he said he would 
get you, Mr. Seitz, to come down here. I told Mr. Ching I could 
understand and that what we wanted was to inquire what had been 
done to get us in the right direction. All I had heard from Mr. Ching 
himself was all right, satisfactory, and certainly we regret to hear 
that he may be leaving the service. He said he would be glad to come 
down at a later time if we want him to. 

We were just going to ask him to review what has been done. Now, 
Mr. Seitz, you may carry on in his absence and in your own way. 


STATEMENT OF PETER SEITZ, ACTING ASSISTANT TO THE 
CHAIRMAN OF THE WAGE STABILIZATION BOARD 


Mr. Serrz. My name is Peter Seitz, and I am Acting Assistant to 
the Chairman of the Wage Stabilization Board, Cyrus 5. Ching. 

I want to express Mr. Ching’s sincere regrets that he could not be 
present, for the reasons given to the Senator. 

The Cuarmman. Off the record. 

(Discussion off the record.) 

The Cuarrman. My information is there has been a lot of confu- 
sion down there. This information comes from members of the 
Board who have written me. One letter, you recall, I gave to Mr. 
Johnston to get his view on, claming that the Walsh-Healy Act was 
interfering. I do not know whether it is or not. I make no charge. 
We want to get the facts. 
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Mr. Serrz. I will tell you what the Board has done, what orders it 
has issued, and you ask me what questions you wish, and I will answer 
what I can and supply later what I cannot. 

The first order, as many of you know—and I have delivered copies 
of all of our orders to the clerk for your convenience—was the order 
of the Administrator of the Economic Stabilization Administration, 
Eric Johnston, that was issued on January 26, and that is referred 
to as General Wage Stabilization Regulation I or, more familiarly, 
as the “freeze order.” That order was a very broad and, if I may 
use a colloquialism, a “very deep freeze.” It really froze and stopped 
“any wage increases generally all over the country. There were hardly 
any wages that did not fall within the scope of that order. 

Any inequities which existed with regard to any union or other 
situations where the company was behind in giving wage increases, 
and other workers or other employees in the same kind of business had 
already received wage increases, it froze the situation as it was. 

Immediately the Board began to work at thawing out some of the 
inequities in that freeze order and began to consider some of the 
more difficult and trying situations, and it issued a series of five 
orders which you have before you. These are called general regula- 
tions of the Board. 

The first one is a a of very little concern to you. It is Gen- 
eral Regulation No. 1, issued on January 30, which was unanimously 
zdopted by the Board, and which merély restated the definition of 
wages that you have put in the act. 

The CuHamman. What about this railroad strike? That happened 
since you put these orders in, or was it in effect at the time? 

Mr. Serrz. I think the railroad strike was in effect, some of the 
stoppages were in effect, at that time. 

The CHatrman, Off the record. 

(Discussion off the record.) 

Mr. Serrz. Senator, in answer to your question about what the 
Wage Stabilization Board has done in the railroad dispute, which has 
been in the newspapers recently, I can only answer that the Wage 
Stabiliaztion Board has no authority at the present time to deal with 
the problem of labor disputes. It can only approve or disapprove 
wage increases which an employer in a bargaining agreement with the 
union, or which an employer unilaterally, if he has no union, wishes 
to put into effect. 

Representative Tate. Mr. Chairman. 

The Cuatrrmman. Mr. Talle. 

Representative Tarte. The mail I get very clearly indicates, and 
so do the interviews I have had with people, that people generally do 
not understand what is meant by the word “stabilization.” I would 
like to be sure that when I try to explain it I tell them what the Wage 
Stabilization Board has in mind. And, in conjunction with the 
discussion on inequities, I would like to know something about the 
reasoning of the Board on that. Is it that in a dynamic society there 
are certain inequities which will be ironed out if it is left dynamic, 
and they will be frozen and not ironed out if stabilized at a certain 
point : 

Mr. Serrz. IT can only speak for myself on that, Congressman; I 

‘annot speak for all the mesbers of the Board. I would say in 
my opinion that in our kind of society you cannot absolutely freeze 
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wages for any considerable length of time any more than you can 
absolutely freeze prices for any length of time. Just as you must 
have incentives for people to go into business and produce the articles 
needed for an anti-inflation program and for employers to produce 
the instruments and materials of war and defense, you must also have 
some kind of flexibility in the handling of wages, and this order that 
I referred to absolutely froze wages. 

The CnarmMan. Now, the law that Congress passed realized that 
certain agricultural products would be damaged by storms in cer- 
tain years and said that due care would be taken, and so on and so 
forth. As I remember the law insofar as wages were concerned, 
there would be certain inequities for a fellow paying a certain price 
on this side of the corner and another on the other side paying a dif- 
ferent price. Congressman Brown, was it not your impression there 
would be inequities ¢ 

The Vice CHarman, Yes. 

The CuairMan. We reasoned that. 

Mr. Serrz. Those inequities exist all over the country right now 
by reason of the freeze order. 

The CHairman. You cannot put wages in a strait-jacket, and we do 
not intend to. This committee has been very friendly to labor. 

Mr. Serrz. You are putting employers in a strait-jacket, too, when 
you freeze wages. 

The Cuaiman, Yes. 

Mr. Serrz. Therefore, it is necessary for the Wage Stabilization 
Board—it is not only necessary but indispensable ‘that. the Wage 
Stabilization Board and Economic Stabilization Administrator get 
out a formula at the earliest possible date which will allow most of 
those inequities to be ironed out within reasonable limits, which will 
not unstabilize the pattern in the country. 

Stabilization is a flexible concept; it means that you want to keep 
wages at a reasonable level in relation to, perhaps, the cost of living 
and other factors s, and yet you do not want to let them get away so 
that they are likely to interfere with the price-control program and 
the other programs of the Government which you have placed into 
your Defense Production Act, which are intended to stabilize the 
whole economy to prevent inflation and to enable the tax dollar to 
buy for the Government those things which the Government needs 
in defense of the country. 

Representative Tatue. I think it is true that in the minds of a lot 
of people, instead of connoting flexibility, the word “stabilization” 
connotes fixity. 

Mr. Serrz. Unfortunately, Congressman, I think that is true. 

Now, the Board is bending every effort at the present time to achieve 
some kind of general agreement and cooperation between the labor 
and the industry groups to get out a formula which would allow 
those employers and unions who are laggards in the pattern of in- 
creases for a certain period of time, a year or a year and a half, or 
suesethaing of that sort, to come up to a reasonable level and to stabilize 
the level of wages under that formula. It is very important to have 
that on the basis of cooperation because we all know that you cannot 
have a wage-stabilization program based only upon litigation and 
compulsory enforcement. You have to have cooperation among the 
various interest groups in our country. 
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The CuHarrman. How are we getting along with the cooperation ? 

Mr. Serrz. Well, so far, up to today, the Board has not yet been 
successful in getting a formula which would be acceptable all around 
the table and also acceptable to the Economic Stabilization Adminis- 
trator, Mr. Johnston, who must approve it. I have very sincere hopes 
that some such formula will be developed this week, because it is in- 
dispensable that it be developed in order that these inequities not 
continue. 

The Vice Cuatrman. Did I understand you to say a moment ago 
that the only authority you had was to approve or disapprove wage 
increases ¢ 

Mr. Serrz. Yes. 

The Vice CuarrmMan. Do you mean to say you have no authority 
to freeze wages where they are? 

Mr. Serrz. If we disapprove a wage increase, Congressman, then 
the existing wage is frozen where it is. The remark that I made was 
an answer to the Senator’s remark about our authority with regard 
to disputes. We do not have at the present any authority with regard 
to disputes. 

You will recall that title V of the Defense Production Act provides 
a procedure. 

The Vice Cuatrman. Do you mean to say that you do not have au- 
thority under this law to roll back prices and roll back wages? 

Mr. Serrz. I cannot talk about prices. 

The Vice Cuarrman. Talk about wages. 

Mr. Serrz. We have authority to roll back wages. 

The Vice Cuatrman. Of course, you did not say that; you said you 
dealt with increased wages. 

Mr. Serrz. What we have done, we have frozen wages absolutely. 

The Cuarrman. You have the authority to roll them back just like 
Mr. Johnston has got the authority to roll back prices, farm prices, 
provided they are parity. 

Mr. Seitz. I believe we have that authority. I have not looked 
specifically into the question of roll-backs. I believe at the present 
time authority does exist, but you will recognize that there is a very 
considerable problem in the roll-back of wages; that is, wages that 
have been paid in the past and have been put into the pay envelopes 
of workers cannot very easily be retrieved as an administrative matter. 

The Vice Cuamman. Is not the same thing true of commodities 
or goods? 

Mr. Serrz. Well, when you are dealing with goods and you are 
dealing with prices, you are dealing with an enterpriser, a manu- 
facturer, an individual or corporation, who is in business, and you 
can very easily reach him. When you are dealing with wages, you 
are dealing—for example, if dealing with General Electric or Gen- 
eral Motors, you are dealing with many thousands of individuals. 
If you want to roll back, what is the administrative device that you 
use to retrieve all that money? You would have to have an army 
of lawyers and an army of bureaucrats of all sorts running around 
the country trying to dip into the pay envelopes. 

Senator Roperrson. And also an army of personal bodyguards if 
they come up and say, “You can’t do this to me.” 

Representative Rarys. What you are really saying, then, is that 
there is no hope for relief from the present high prices we are under 
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because you cannot very well roll back prices of products if you do 
not also do something about the wages that go to make up those prices / 

Mr. Serrz. I think it is essential to have wage stabilization. i think 
the committee did well in placing those provisions in the act, and I 
think that the Wage Stabilization Board has to stand up to the very 
important responsibility that this committee and Congress has placed 
upon it, and has got to get out a formula at the earliest possible date 
that will relieve the rigidity of the freeze imposed upon industry and 
labor with respect to wages. 

The Cuarrman. If you cannot all get together, and so far you have 
not been able to, around the table on a formula which would be agree- 
able to industry, labor, and the Wage Stabilization Board, Mr. Ching, 
who has resigned, what is your next step? Suppose you cannot get 
together, what is your next step? I mean just for the record. 

Mr. Serrz. For the record, I do not know what to say, Senator, as 
to what is the next step. 

The Cuatrman. You hope to get together this week ? 

Mr. Serrz. I think we have got to get together. 

The CHairMAN. Suppose you do not—looking at the worst, because 
you said so far you have not. 

Mr. Serrz. The way I was brought up by my father is to believe if 
things have to be done, Senator, you do them. 

The Cuamman. I agree on that, but we have got to look at the worst. 
Certainly you did not get together on the railroad strike until the 
whole country was tied up. 

Mr. Serrz. I think, if a formula for thawing out the rigidity of that 
wage freeze and getting a general stabilization program cannot be 
developed in a relatively short period of time, some other method 
of stabilizing wages will have to be found. 

The Cuarman. Is there any law providing for any other method ? 

Mr. Serrz. The President, I think, has general authority. He may 
have to do it by some method other than a tripartite board. I do not 
know. Ido not urge that. Iam a very strong believer in tripartite- 
ism in these things because I do not believe in law enforcement of a 
program like this; I believe in cooperation. 

The Cuamman, That is right. 

Senator Roserrson. I frankly recognize the difficulties of a wage 
roll-back, and never have for a minute anticipated it will be done. 
There are at least three different good reasons why it will not be done. 
You do not have to mention but one, and that is political. 

But Iam more worried about wage increases than I am about wage 
reductions, and we have a law on the statute book that provides an 
automatic wage increase whenever employees go beyond 40 hours— 
you just give them 50 percent more. 

Everybody that has studied the subject of inflation knows that 
increased production is a better antidote than price controls which are 
just a temporary block, or taxation, or curbs on credit, which are 
partially effective. But, whenever you get somebody with more goods 
to sell than there are buyers to buy them, he is going to cut the prices, 
or, at least, the price will not keep going up. 

I was just wondering if anybody connected with this wage-stabiliza- 
tion program is giving any thought whatever to a change in the wage- 
and-hour law. As we need more production and know we are going 
to have it in defense plants, the workers will have an automatic 
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increase of 50 percent if they work in addition to 8 hours, double time 
if they work certain holidays, and what not. I even heard that some 
unions have a program for triple pay under some circumstances. Now, 
that was bad enough in the last war, but we are dealing with a dollar 
that will soon be a 50-cent dollar. It is not more than 55 cents now, 
and Mr, DiSalle said a day or two ago in an interview with the 
press that he looked for 5 or 6 points’ increase in the cost of living 
this year. Well, we may have less than a 50-cent dollar before we 
are through if we are going up that way. 

We have a 6: 5-percent increase on $200,000,000,000 of consumer pur- 
chases now, and that is $13,000,000,000 increased cost. Every time 
it goes up 1 percent, it is $2,000,000,000 more. Every time it goes up 
5 percent, as Mr. DiSalle thinks likely in the reasonable future, there 
is $10,000,000,000 more you have added to the burden of the con- 
sumers, and we have not really hit the overtime either in defense pro- 
duction or in an éffort to increase consumer goods. 

Now, I am just wondering why everybody backs out of a logical 

lan—— 
the Cuarman. The 40-hour week is a law of Congress. They 
cannot do anything about it. 

Senator Rosertson. I know, but how can we get by with a change 
in the law if we get no help whatever from either the White House 
or anybody who has the responsibility for preventing inflation—if 
they just close their eyes to it and say, “Well, that is Congress’ re- 
KBAR ed we won’t do anything about that”? I want to know if 
that is being considered. I have sent Mr. Wilson a very detailed anal- 
ysis of what overtime is now costing and projected on the lines of 
what we may anticipate it will cost. It runs into the billions of dol- 
lars and also hurts production. 

Mr. Serrz. Senator Robertson, section 402 (d) (2) of the Defense 
Production Act provides, in part, as follows [reading] : 

No action shall be taken under authority of this title with respect to wages, 
salaries, or other compensation which is inconsistent with the provisions of the 
Fair Labor Standards Act of 1938, as amended, or the Labor-Management Rela- 
tions Act, 1947, or any other law of the United States— 


and so forth. 

Senator Rorerrson. Of course, I know that. 

Mr. Serrz. The Board is not in a position in development of wage 
stabilization policy under the law to do anything about the problem 
of eliminating overtime. 

Senator Rorrerrson. That was not the issue I raised. I know your 
hands are tied and you have got to have a change in the law. Who 
down there has got the nerve enough to say, “We could help to control 
inflation if you change this law for us”? And “You have tied our 
hands under the law, it is inflationary under the existing cireum- 
stances.” Has anybody got the nerve down there to do that ? 

Mr. Serrz. That is a hard question for me to answer. 

Senator Roserrson. I know it is hard, but not as hard as rolling 
back wages. I know that. 

Mr. Serrz. This is a legislative question to which the Board has not 
vet had an opportunity to address itself. It is struggling with all of 
its might and main to get out a wage formula which is leanded by 
all the employers and unions in the United States, and this, among 
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other things, is one of the problems that we have just not had a chance 
to look into. 

Senator Rozperrson. Well, I will tell you frankly there is a great 
feeling in the country that there is disagreement between those who 
want to fix prices and those who want to fix wages, and both admit 
that wages and prices will go up. 

I think they are talking now about a sixth round of wage increases. 
And you had not any more than frozen wages, then you told Mr. 
John L. Lewis, “That doesn’t apply to you. You can come through 
all right.” 

Then when they settled the railroad strike, without asking anybody 
they said, “Well, this increase is all right now, and we may have 
another coming up for you if you behave well.” And the general 
impression is we are not doing anything to control inflation, and I 
will have to admit we are not doing very much. 

The Vice CHatrman. I want to asus & this statement: You cannot 
justify a 5-day workweek during war or preparation for war. 

Now, the main weapon to curb inflation is production, and I think 
everybody ought to work at least 5144 days a week during war and 
preparation for war. That is what the people are mad about. 

The Cuatrman. We have got the situation in Washington, which 
you know as well as I do, that when we come down here and work on 
a Saturday we cannot get any Government department, cannot get 
information for our constituents. I am not talking about certain 
individuals but about getting information from clerks. The depart- 
ments are closed up. 

The Vice Cuairman. During World War II a lot of people would 
call me up about their boys in service who were sick or wounded on 
the battlefields. When they called late Friday afternoon I could not 
get any department here because the departments were closed from 
4 o'clock Friday afternoon until 9 o’clock Monday morning. 

I think every Congressman ought to be able to get some information. 
We just could not because these departments were all closed. That is 
not right during wartime. 

Representative Rains. It might well be, Mr. Chairman, since this 
is a legislative matter the committee could make a recommendation on 
a 6-day week, and I am for it. 

Senator Rozerrson. The Government could very well set the ex- 
ample. 

Representative Rarns. I think so. 

The CHarrman. That is what we are having these hearings for, Mr. 
Congressman, I might say, to get the facts and get our ideas on it. I 
think the situation in Washington which Congressman Brown de- 
scribed, where a Senator or a Congressman cannot find out any infor- 
mation about anything from Friday afternoon until about 10 o'clock 
Monday morning in time of war is foolish. I see where the Com- 
munists drove our boys back several miles again in Korea, and I think 
it is a disgrace to the American people. 

Senator Rosertson. We are ignoring the fact we are at war. In 
the last World War the Army and the Navy stayed open 7 days a 
week. I called down there on Sunday and found people who would 
get you information. But they can be killed over in Korea—*That 
is a police action. Don’t bother about that, that is just a few of them 
at a time.” 
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Representative Tarte. Mr. Chairman. 

The CuarrmMan. Mr, Talle. 

Representative Tarte. I had the opportunity—— 

The CuatmrMan. Excuse me. We will make a record here, if you 
do not mind, and see what we can do. That is what we are having 
these hearings for. Excuse me, Mr. Talle. 

Representative Tatie. That is quite all right. I had the oppor- 
tunity to meet Mr. Ching last month when he gave a dinner at the 
Statler, and all the members of the Wage Stabilization Board were 
present—those representing labor, those representing management, 
those representing the vablie. It was stated there that all the con- 
clusions to which the Wage Stabilization Board had come had been 
arrived at unanimously. Now I gather that from that point down 
to now there has been considerable controversy. 

One thing they were not sure of was the matter of simultaneous 
action, whether prices and wages should be dealt with at the same 
time. I think we cleared that point up by referring to the law that 
very evening. So we were agreed on that. ‘ 

But I had been wondering why, if there is a lot of controversy, 
and if that controversy centers around deficiencies in the law, we are 
not told what the deficiencies are so we can act promptly to remedy 
them. 

Mr. Serrz. I am not prepared to state that the present contro- 
versy involves any specific deficiency in the law. The present contro- 
versy in the getting out of a wage stabilization formula, which is 
demanded by both industry and labor, involves the question of how 
much of an increase should be permitted to the laggards in industry 
and labor who have not caught up with the increases given by others 
in the same industry, for example. 

Now, as an illustration, so you can understand what kind of situa- 
tions we are dealing with, I might cite the following: The general 
wage regulation No. 1 of Mr. Johnston froze everything all over the 
country. We got a request the other day from the Denver meat 
packers, and from the employers group of the Denver meat packers. 

hey wanted to put an increase into effect which the “Big Four” of 
the meat packers had placed into effect last year—last spring, I be- 
lieve it was. Now, they were almost a year behind in putting that 
increase in effect. Because of the fact that we had this freeze, we 
had to tell them, “No, you cannot put it into effect.” 

Well, I was told that they were out on strike. 

Now, once industry and labor and the public members of the Board 
agree upon a wage formula to permit certain increases up to a certain 
level, the Denver meat packers, the companies, will be able to give 
their employees a wage increase which will bring them up to the level 
which is considered to be appropriate. If they do not do that, it 
seems to me the workers out there are going to continue on strike; the 
employer will not be able to get out the meat. A scarcity in meat has 
repercussions and implications with regard to not only the Armed 
Forces but also to the price control program because the scarcity of 
meat means that the meat is going to go up in price. That indicates 
the importance of taking care of these inequities where people are 
behind and have not received the increases which others have received. 
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Senator Rozerrson. I can understand the pressures which have been 
put on you, and I want to ask this question: Has there ever been a 
period in the history of our Nation when all industrial workers were 
at exactly the same level ? 

Mr. Serrz. Never. 

Senator Rosertson. And if you get up to John L. Lewis’ level, how 
are you going to keep him from going to a higher level? Because he 
has always boasted his men get better than anybody else. 

Representative Tattez. That is the point I was getting at earlier 
while talking about a dynamic society. If the practice of following 
the leader is used, the laggards you referred to Mr. Seitz would some- 
time in the future get an increase. Now, the implication is because 
of the manner in which the production control law is administered 
that they will get that increase sooner than they would if we did not 
have a wage freeze. 

Mr. Serrz. I do not know how to deal with your question, Congress- 
man, and I would like to most sincerely, but you are not suggesting 
we keep this wage freeze absolutely in effect ? 

Representative Tauie. No, not absolutely. If there are gross 
inequities they should get attention. 

Mr. Serrz. We have to find a formula that will be fair, and yet not 
let any wages get out of line so as to have an unstabilizing effect, and 
that is the thing we are grappling with and which we must come out 
with. We absolutely must. 

The Vice Cuarrman. Off the record. 

( Discussion off the record.) 

The Cuarmman. Have you any other thoughts or any more ques- 
tions / 

I wanted to just make this statement: As far as I can find out, you 
are working as best you can on releasing the freeze so that inequities 
might be taken care of. In the meantime, there is some dissension 
between the tripartite Board, and you have not been able to reach any 
agreement as to the over-all picture but hope to reach one this week. 
Is that correct ? 

Mr. Serrz. Yes, sir. I just want to say this in closing, Senator, if I 
may. I want to plead fora little patience with a tripartite board. The 
tripartite board cannot act with the dispatch and celerity of a single 
administrator or where you have a corporate organization. You have 
three groups that are trying to reach agreement, and they are very 
much like a legislative assembly of some sort, and they have all of the 
difficulties of a legislative group. But when you do get agreement from 
such a group, you have the representatives of the people who are 
affected, who are going to make the decision that they are going to 
cooperate, and you have the best chance of enforcement of what you 
are going to do. That is the only chance of avoiding an army of 
bureaucrats, an army of lawyers, and an awful lot of litigation. 

Even if we delay a little bit, even to the point of danger, I think 
it is important to get these various interest groups working together, if 
possible. 

Representative Tarte. Mr. Chairman. 

The Cuarmman. Mr. Talle. 

Representative Tatie. I wanted to ask you, Mr. Seitz, if some of the 
employers that have telephoned to you—you remember you mentioned 
those a moment ago? 
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Mr. Serrz. Yes. 

Representative Tate (continuing). Have any actual shortage of 
manpower now or have strikes, and call you for those reasons, or if 
some of them have neither a shortage nor strikes, but they anticipate 
loss of their work force to industries that pay more, and so they want 
increases now to protect themselves against loss of manpower in the 
future. 

Mr. Seitz. I would say that they fall into every category, Congress- 
man. ‘There are some instances in which there are strikes. There 
are other instances in which agreements have been made and they 
have not been able to put them into effect because of our general freeze 
order, and the union threatens strikes. There are instances where 
there is a severe shortage of manpower of certain types of skilled 
groups, and the employer is either fearful that these people are going 
to leave him and go elsewhere where the rate is higher—I received, for 
example, some frenzied calls from New Jersey from a man who has 
scientific personnel and claims he uses them on subcontracts for Gen- 
eral Electric with the Atomic Energy Commission. He claims his 
people are leaving, because he cannot put an increase into effect, to 
go to California where the rates generally have always been higher 
for this type of work. 

I do not know about the accuracy of any of these claims, but I do 
know that there are strikes and serious threats of strikes. 

Senator Roserrson. Let me ask you this question: Suppose a mem- 
ber of the Senate gets a complaint from a Government contractor who 
has, let’s say, for example, a six or ten million-dollar job for an airport 
in Virginia, with a lot of concrete runways involved. He is paying 
$1.75 an hour for concrete mixers, which is the going rate, and most 
of the labor is colored labor. And he says that representatives of 
DuPont from the South Carolina atomic plant are coming in there 
and offering his men $3 an hour to go down to South Carolina. Now, 
assuming we prove that is being done, what should the Member of 
Congress do with that complaint? With whom should he take it 
up? 

Mr. Serrz. Well, of course, if there is an established rate that has 
been in effect before the freeze for $3 an hour, then there is nothing 
that the Wage Stabilization Board can do about it. That is something 
which is established. 

Senator Ronerrson. Yes, but there cannot be an established rate of 
$3 an hour anywhere south of the Potomac unless Mr. Tobin says that 
is the rate, and they claim that is what he has done. 

Mr. Serrz. The rate is determined under the Department of Labor? 

Senator Rosertson. I may be mistaken, but that he says they must 
pay the going rate, but they are not doing it. 

I wrote somebody down at the White House—TI will not say who 
it was, somebody I knew pretty well, and he says, “I cannot handle 
that. You take it up with Secretary Tobin.” I take it up with him, 
and he either does not answer it or else he gives me a brush-off. 

I am just wondering whether your agency is at all concerned in 
that. Do we have any forum where we can have an investigation—all 
Government work now, where one agency is raiding the other agency 
and paying in that program a wage rate far in excess of anything in 
any of the area at all that is being served, but putting the pressure 
on the other workers in that area to demand the same type of pay. 
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Mr. Serrz. The situation, as you describe it, is an extremely un- 
stabilizing one, if those are the facts, Senators, and they are very 
worrisome. I do not know—may we have this off the record ? 

The Cuarman. Off the record. 

(Discussion off the record.) 

The Cuamman. Put this on the record. I would like for this to 
show, Senator Robertson, because I would like to send some material. 
I called the Atomic Energy Commission because a lot of people have 
called me about the wages, and I did not know what to tell them. M 
information is that was left to the Secretary of Labor. If it is le 
to the Secretary of Labor by law, that is the law, but you gentlemen 
should be consulted; it does appear to me you should be consulted. 
That is all I have to say. 

(Discussion off the record.) 

The Cuamman. And you say you will take that up with Mr. Ching? 

Mr. Serrz. Inasmuch as this committee has raised with me the 
question of the relationship of the Wage Stabilization Board to the 
fixing of rates under the Davis-Bacon Act by the Secretary of Labor, 
I will take that matter up with Mr. Ching and see if I cannot get an 
answer for the committee on the question that you asked, 

The Cuarmman. We will have it included in the record. 

(The information referred to is as follows :) 


FEBRUARY 14, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington 25, D. C. 

Dear SENATOR MAYBANK: In the course of testifying before your committee 
on Tuesday, February 13, I was requested to supply, for the record, a letter 
setting forth the position of the Board with respect to wage determinations made 
by the Secretary of Labor under the Davis-Bacon Act. 

In compliance with your request, permit me to call your attention to section 
402 (d) (2) of the act, which provides as follows: 

“No wage, salary, or other compensation shall be stabilized at less than that 
paid during the period from May 24, 1950, to June 24, 1950, inclusive. No action 
shall be taken under authority of this title with respect to wages, salaries, or 
other compensation which is inconsistent with the provisions of the Fair Labor 
Standards Act of 19838, as amended, or the Labor-Management Relations Act, 
1947, or any other law of the United States, or of any State, the District of 
Columbia, or any Territory or possession of the United States.” 

I am authorized to inform you that the Board is presently conducting discus- 
sions with representatives of management, labor, the defense agencies, and the 
Department of Labor, for the purpose of devising procedural machinery, accept- 
able to all interests concerned, including that represented by the Board, in the 
stabilization of wages in the building construction industry. It is contemplated 
that these discussions will eventuate in the creation of a board similar to the 
Wage Adjustment Board in World War II. Such a board, consisting of repre- 
sentatives of management, labor, and the public, will be subordinate and answer- 
able to the Wage Stabilization Board. Subject to general policies laid down 
by the Wage Stabilization Board, it would determine the stabilized rates of pay 
for building construction. Such rates would be made available to the Secretary 
of Labor for guidance in making his determinations under the Davis-Bacon Act. 

The Board is impressed with necessity for prompt action in this field and 
trusts that a satisfactory agreement with respect to this subject matter will 
be reached shortly. 

Very truly yours, 
Perer Seitz, 
The Assistant to the Chairman, 
Wage Stabilization Board. 
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The Cuarrman. Any further questio ntlemen ? 

If not, we want to thank you, and tell r. Ching we are awfully 
sorry he is leaving, but we look forward to seeing him in his new 
position. 

Mr. Serrz. Mr. Ching is going back to the position, which he had 
not left entirely, as Director of the Federal Mediation and Concilia- 
tion Service, and will be at your convenience any time you want him. 

The Cuarmman. He so told me yesterday. 


STATEMENT OF EDWIN T. GIBSON, DEPUTY ADMINISTRATOR, 
DEFENSE PRODUCTION ADMINISTRATION; ACCOMPANIED BY 
GEORGE E. CLIFFORD, LEGISLATIVE COUNSEL, NATIONAL PRO- 
DUCTION AUTHORITY 


Will you come up and have a seat, Mr. Gibson. 

We are awfully sorry to learn of Mr. Harrison’s illness. 

(Discussion off the record.) 

The CHarrman. I will tell you what we wanted. It is Congress- 
man Brown’s idea, and I conferred with him, that within the next 
few days the House has to write a so-called housing act in executive 
seesion, and the House Members of the committee will not be able 
to be with us. We want to complete the record this week. We 
had, as you know, Mr. Wilson, Mr. DiSalle, and Mr. Johnston, and we 
had expected Mr. Harrison. We are happy to have you in his place. 
We are trying to complete the record so that we will know and the 
people will know exactly what is what. In other words, we have 
seen the charts, we know in part what you are supposed to do and 
what you are not supposed to do. Mr. Johnston told us some of the 
things that were sent your way and Mr. Wilson told us of others. We 
would like to have the record show, so if questions are raised of us 
or other Senators or Congressmen, exactly what you are doing, what 
you have done, and what you anticipate doing. 

I understand that is a big order. We have seen the charts, but 
some people do not have the time to read the charts, and others do not 
ret the charts, and we would like the record to have this information. 
Fust start out in your own way, unless somebody else has a question. 

Mr. Ginson. You would like to know the Defense Production 
Administration’s place in the scheme of things ¢ 

The Cuatmrman. That is correct. 

Mr. Ginson. Orginally, as you know, the President assigned to 
the various departments the duties of preparing for mobilization and 
developing a production program. 

The Cuamman. That is correct. 

Mr. Ginson. I do not know whether it was when Korea came or 
when matters became more serious. 

The Cuamman. Even before Korea Mr. Harrison came down and 
talked to us. 

Mr. Gipson. Yes, sir. 

The Cuarrmman. When the bill was being written. 

Mr. Gisson. That was under that original idea. Mr. Harrison at 
that time was Administrator of NPA, which was a branch of the 
Department of Commerce, or an oraganization set up by the Depart- 
ment of Commerce. 





ee 


are na 











tA A 





DEFENSE PRODUCTION ACT 85 


The Cuarrman. Yes; originally under Executive Order 10161. 

Mr. Gisson. Now, under the Defense Production Act of 1950 and 
Executive Order 10200, authorities were delegated to the various 
departments. Through Mr. Wilson who had been set up as Defense 
Mobilizer, they were transferred to Mr. Harrison, as far as produc- 
tion was concerned, when the new agency, DPA, was set. up. 

The Administrator exercises general direction of the defense pro- 
duction program. His duties embrace the following: 

The control and coordination of the plans, procedures, and methods 
of the several executive departments and agencies having defense 
production responsibilities. This includes procurement, contracting, 
and construction as well as the conversion, requisitioning, or expan- 
sion of production facilities and the financing thereof. 

The practice and performance of all functions so that small business 
enterprises shall be encouraged to make the greatest. possible contribu- 
tion toward achieving the objectives of the Defense Production Act 
of 1950, Public Law 774. 

The requisitioning of real and personal property which is essential 
to the national defense—and the Desens thereof. 

Provision by redelgation, or otherwise, for the performance of func- 
tions assigned to the Defense Production Administration. 

Now, under that set-up the Defense Production Administration has 
the obligation, the duties, and the responsibilities of seeing that there 
are sufficient materials in existence, and if there are not, finding them 
and working out arrangements to have facilities to produce them. 

The Cuatran. In other words, you are charged with bringing in 
strategic materials? 

Mr. Gipson. Yes, sir. 

The CuarrmMan. And you are also charged with the distribution of 
any material in the national defense that may be in shortage ? 

Mr. Grsson. Yes, sir; and seeing to it that a production program 
is developed and carried out. 

The Cuamman. Well, you carry out the production program by 
allotment of materials ¢ 

Mr. Girson. By allotment of materials, and also by redelgation of 
authority back to the various departments which, in turn, have the 
responsibilities they had before—the procurement and the arrange- 
ment of contracts, and all that sort of thing. Our job is to program 
and require. 

The Cuarman. Let me get it straight. You tell the Munitions 
Board what ? 

Mr. Girson. The Munitions Board tells us what the military needs. 
We fit that into a program for the development of the defense pro- 
duction, and we pass procurement and allocations authority back to 
Commerce, GSA, the Munitions Board itself, or the Army, Navy, 
and Air Force, for the quantities which we authorize or certify are 
required. 1 

The Cuatrman. Then, for example, if the Munitions Board wants 
to get some steel for Cadillac for making tanks, you tell them how 
much steel shall go to Cadillac, or do you allocate an over-all amount 
of steel to the armed services ¢ 

Mr. Ginson. We see that NPA sets up a program where the right 
amount of steel is allocated, and our job would be to see that there 








86 DEFENSE PRODUCTION ACT 


was sufficient steel to take care of all the different programs as far as 
possible. 

The Cuarrman. And you lump the different programs? 

The Vice Cuarrman. Off the record. 

(Discussion off the record.) 

The Cuairman. Now they are talking about shipping a lot of corn 
out of here. Corn is below parity. If we ship a lot out to India, the 
first thing you know the price of corn will be 125 percent of parity, 
and then everybody will be worrying about fattening hogs and every- 
thing else. But that is not your business? 

Mr. Gipson. We definitely do not have corn. The Secretary of 
Agriculture has anything in the line of food for human consumption 
or industrial use. 

The Cuamman. What about cotton? You think you have that? 
Or wool ? 

Mr. Ginson. We have the programing of that, and the Secretary of 
Agriculture deals ‘with us on the quantities that we require for the 
programing. 

The Cuarmman. What about cottonseed? I hate to bring that com- 
modity up, but three out of four here come from those States and, 
after all, we know a little bit more about it than we know about other 
things. I am interested in knowing because we certainly do not want 
to see confusion. After all, clothing is going to be essential just like 
leather and shoes. You have that? 

Mr. Gipson. Yes; the same way. 

The Cuarrman. I understand—programing. 

Mr. Gipson. Yes, sir. 

The Vice Cuairman. Oil from cottonseed would be, too? 

Mr. Gipson. Yes, sir. I would imagine that cottonseed would have 
to be considered in order that we saw there was enough cotton. We 
would take that up with the Secretary of Agriculture and press him 
to see that the program was carried out. 

Representative Rarys. I would like to ask a question about another 
matter. Do you have under your agency or department control of 
Defense Minerals Administration ¢ 

Mr. Ginson. No: that is in the Department of the Interior, but in 
the same way, through the programing, we work very closely with 
them, and we set up from them the requirements they have got to meet. 

Representative Rarns. And in the Defense Production Act, which 
is the basis of all this effort, there is provision that this Government 
not only stockpile strategic minerals and things of that kind, which is 
a shortage, tungsten, and so forth—I have had in the last week some 
three or four people, some of whom are known to me, tell me they 
cannot get Dr. Boyd at the Bureau of Mines to certify whether it is 
essential, or to take action on the required certificate. I did not know 
whether it went to you, that is, Mr. Harrison, or Mr. Wilson. Do you 
know anything about that ¢ 

Mr. Gipson. Yes. ‘There are two angles on that. That is 301, 302, 
303, and 304. If you come for a loan, it is filed with the Department ; 
it would be filed with Dr. Boyd. He would investigate it. He would 
either recommend favorably or recommend a denial, and it would 
come over to me for certification. 

Now, there is another angle on that, which is under the Revenue 
Act and the Internal Revenue Code. I think it is 124 (a) under the 
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Revenue Act of 1950, where in order to expand production facilities 
we have the right or the authority to give accelerated depreciation or 
tax aid. That is filed with us now. It was NSRB, but Executive 
Order 10200 transferred it to us. It goes then to the appropriate 
certifying agency. They investigate, make a recommendation for 
either approval or denial, and the application comes back to us for 
certification. 

Representative Rarns. Let me give you a specific illustration. I 
have had several complaints. One of them is of a tungsten mine down 
in Cuba. I know nothing about it and care nothing about it from the 
angle of the fellows who are in it, except I do know that France and 
some other nations are also considering it. It is owned by Cubans 
who have been up here. They say they can get everything done to- 
ward opening that mine, or at least exploring it with some aid and 
assistance under this act, except they cannot get Dr. Boyd to say either 
“ves” or “no” on it. Do you know anything about that¢ His certi- 
fication is required before anything else can be done. 

Mr. Gipson. His study of it and the report are required. We can- 
not undertake to do all that as well as the other things, and we have 
got torely upon them. There is, I think, a backlog there, but I think 
that is being moved at the present time. He and I have talked over 
the matter, and we are about to certify a $10,000,000 fund to him for 
exploration that he can spend himself to get these things moving. 
We have got to get them off the ground, 

Now, Mr. Chapman has that letter, and he testified—I was up there 
yesterday morning before Senator O’Mahoney’s Committee on In- 
terior and Insular Affairs, and they questioned him very keenly on 
this whole matter. And I think that that is getting off the ground. 

Representative Rains. That is fair enough. All right. 

The CuarrMan. Who is going to finance all of these things? Did 
they talk to you about that 

Mr. Gipson. There are about $600,000,000 set up under 302, 303 
for that purpose. 

The Cuarrman. RFC? 

Mr. Gipson. No, sir; this is a fund that can be expended directly 
by the agencies upon certification by Defense Production. 

Representative Rains. It is provided so in this act we are talking 
about ¢ 

Mr. Gipson. Yes. 

The Vick Cuamman,. You have authority to call on Dr. Boyd for 
any recommendation in his field ¢ 

Mr. Ginson. Yes, sir. 

The Vice CuarrMan. One way or another? 

Mr. Gipson. Yes, sir. 

The Cuarrman,. Off the record. 

( Discussion off the record.) 

The CuatrmMan. Go ahead, then, Mr. Gibson. Is there anything 
more ¢ 

Mr. Gipson. On this I understand I am to produce for you our 
authorities under the act as to exactly what we do on allocations of 
strategic materials, particularly cotton. 

The Cuamman. No, no; not particularly cotton. I just men- 
tioned that as an example. There are a lot more things more im- 
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portant than cotton—steel. I would not say more important but 
certainly of equal importance—steel, aluminum, and so forth. 

Representative Ratys. What is the program for allocation of alu- 
minum‘ You realize, of course, the order—I have forgotten the 
number. 

Mr. Gipson. M-7. 

Representative Rarns. Under that order which has been issued, 
in my section of Alabama, around the TVA, we have a lot of small- 
business men who are in the aluminum businesses of various kinds. 
Are they going to be completely excluded out of receiving any alu- 
minum to continue their business or not ¢ 

Mr. Ginson. If they fall under the prohibitions of M—5, M—7, M-22, 
I think the other number is, that probably would have that effect. 

Representative Rains. I notice a lot of letters to Senator Sparkman, 
who is chairman of the Senate Small Business Committee, from people 
throughout the South who are in small aluminum businesses, having 
grown up around the large aluminum industries down there, in which 
they state they are not only frozen out of their businesses that they 
have, but they are not being given consideration for using their facili- 
ties to any advantage in the defense effort. Could that be worked out ? 

Mr. Gisson. It will be. 

The Cuarman. Who will work it out? 

Mr. Ginson. Well, that would be NPA or the Munitions Board. 

The Cuamman. The Military? 

Mr. Gisson. The placing of orders is in the hands of the Military. 
They are the procuring officers for the orders for the Military 
program. 

The Cuarrman. The Military does not give much to small business. 

Representative Rarns. For instance, you take a fellow making vene- 
tian blinds. That is not essential, but he could make canteens and 
other things, if they consider him, but I am afraid they are going 
to be excluded from war contracts or anything else. 

The Cuarrman. One of the biggest venetian-blind places is on the 
highway from here to Birmingham, Route 29, some place in North 
Carolina. 

Representative Rains. I think consideration should be given to 
that. 

Mr. Gisson. The problem certainly should be considered, and I am 
sure it will be. But the problem is how to get the Military program 
started—the additional Keser that we need, and not interfere for 
a time with private industry while they are waiting to get their 
defense orders. I mean there is a period there that there is going to 
be some unhappiness and some unfairness, but I do not know what 
we can do about it. I do not know how to handle that. 

Representative Tatie. Mr. Chairman. 

The Cuarmman. Mr. Talle. 

Representative Tauie. At that point, Mr. Gibson, would it not be 
possible for the Military to stagger its orders so that it does not go 
into the market and do what is proposed, according to one newspaper 
the other day, give $5,000,000,000 of orders a month? It seems to me 
that would revolutionize the materials situation in any field if it is 
done on so big a seale. They cannot use all of that at once anyhow. 
Could they not stagger their orders and avoid upsetting the market 
in the fields they enter to buy ? 
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Mr. Ginson. Ithink there is no question but what it can be done 
differently. When the pressure is on the guns, planes, and bullets and 
civilian economy are difficult to equalize. We believe that the first 
priority is the guns, planes, and bullets, and second is the stockpile— 
not second. The second is the necessity civilian economy, and third 
is the stockpile, and then comes other civilian. 

Now, it is impossible to work everything out so that everybody is 
taken care of. It is impossible to be entirely correct in every instance 
because the program is so large. I do not think that human beings 
are capable of really producing perfection in this situation. 

Representative Rarns. No, indeed. 

Are you going to dothis? Ifthe military says,“We want so much,” 

ie of how it is used, are you going to grant that? 
r. Gipson. No, sir. 

(There was discussion off the record.) 

Representative Rains. Are you going to consider the problem of 
staggering the needs as Dr. Talle has suggested here, or are you going 
to release everything they request in the lump sums they request ¢ 

Mr. Gipson. I think that will be scheduled. We are set up now, our 
organization, to take care of requirements in our program. 

(There was discussion off the record.) 

The Cuarrman. I hope General Marshall and Mr. Wilson, both of 
whom are wonderful men, will get together. 

Mr. Gipson. I feel a great deal has been done, Senator. It is not 
as black as it seems. 

The Cuaran. Off the record. 

There was discussion off the record.) 

epresentative Tatie. In studying the law you operate under, have 
you found any faults or weaknesses or deficiencies that you believe 
should be corrected and for which you would like to recommend cor- 
rections to this committee ¢ 

Mr. Gipson. I would have to answer that, “No”; but I might not 
be speaking for everybody that is in the place, some of those who have 
been here longer. I mean the National Production Authority people 
might feel there could be some things. My answer would be that I 
have seen nothing so far. 

Mr. Fleischmann, who is the Director or the Administrator of the 
National Production Authority, has some suggestions, Mr. Clifford 
informs me, which have been submitted to Mr. Wilson’s office. 

The Cuairman. I want to ask you this question in connection with 
aluminum. Senator Sparkman had hearings and you will recall 
issued a statement to the effect that some 14,000 businesses were af- 
fected. To what extent they were affected, I do not know. You may 
answer this if you can or get the answer for the record. 

Supposing the maker of aluminum venetian blinds wants a defense 
order or contract, does he get in touch with DPA? That is question 1. 

Question 2: If he wants to manufacture civilian goods, does he get 
in touch with NPA? 

Mr. Gipson. He should get in touch with the Military on the first 
uestion; NPA on the second. They have an Industry Operations 
3ureau where they are dealing very closely with industry and I under- 

stand are being helpful. 

The Cuamman. Have they got some little business fellows on this? 
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Mr. Gipson. Oh, yes; there is an office of Small Business set up in 
the NPA, and there will be in DPA, 

The Cuarmman. Where a small manufacturer can go? 

Mr. Gipson. Yes, sir. 

The Vice Cuarrman, Off the record. 

(There was discussion off the record.) 

The Cuarrman. Mr. Clifford. 

Mr. Cuirrorp. I am George E. Clifford, legislative counsel for the 
National Production Authority. My functions embrace legislative 
liaison. I have been in my present position for only 2 weeks. 

There is a very real desire on the part not only of the National 
Production Authority but the Defense Production Administration to 
give Congressmen and their constituents the very fullest service. 

As of now I comprise the entire staff, and I keep very busy. Even 
as of now, we do, and very happily do, give assistance to Members 
of Congress in expediting consideration of matters in which they are 
interested before the agency. 

The Vice Cuarrman. , Where are we going to find you? 

Mr. Cuirrorp. At the National Production Authority, office of the 
General Counsel. 

The CuHairman. Mr. Clifford, would you mind also putting in here 
for the record the gentlemen who have charge of various programs 
there just so the members of the watchdog committee, in case some 
other Congressman or Senator or they themselves want it, can get the 
answers and will know the right person to go to? 

Mr. Cuirrorp. Gladly. 

(The information referred to is as follows :) 


Hieaps or PRINCIPAL NATIONAL PropUcTION AUTHORITY ACTIVITIES 


Administrator: Manly Fleishmann. 
Deputy Administrator: Glen Ireland. 
Special Assistant (Small Business): Edward H. Lane, 
General Counsel: John H. Hollands. 
Assistant Administrator for Industry Operations: H. B. MeCoy. 
Assistant Administrator for Program: Charles E. Kohlhepp (acting). 
Assistant Administrator for Facilities and Construction: Frank R. Creedon, 
Office Directors: 
Analysis and Reports: Nathaniel Knowles. 
Civilian Requirements: Nelson A. Miller (acting). 
Field Service: Carlton Hayward. 
Industry Advisory Committees: G. Lyle Belsley. 
Labor Requirements: Appointment pending. 
Publie Information: Edward K. Moss (acting). 
Small Business: James L. Kelly (acting). 
Industry Divisions and Directors: 
Chemical: Joseph S. Bates. 
Copper: Frank H. Hayes. 
Forest Products: Gabriel J. Tacoulat (acting). 
fron and Steel: David B. Carson. 
Light Metals: Nigel H. Bell. 
Miscellaneous Metals and Minerals: Frank H. Hayes (acting). 
Rubber: Leland E. Spencer. 
Tin, Lead, and Zine: Whitman W. Hopton. 
Communications Equipment: Calvert H. Arnold (acting). 
Consumers’ Goods: Thomas W. Delahanty. 
Containers and Packaging: Charles A. Lewis (acting). 
Electronics Products: John G. Daley (acting). 
Leather: Julius G. Schnitzer. 
Machinery: Marshall M. Smith. 
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Motion Picture Photographie Products: Nation D. Golden. 
Power Equipment: Robert M. Hatfield (acting). 

Printing and Publishing: Donald G. Shok (acting). 
Technieal Scientific Supplies: William Thompson (acting). 
Textiles: A. Henry Thurston (acting). 

Transportation: Robert L. Glenn. 

Interagency: Lester M. Carson (acting). 


DEFENSE PRODUCTION ADMINISTRATION 


Administrator: William H. Harrison NS ._ Code 141, extension 4423. 
Assistant to the Administrator: H. G. Wilde_______. Code 141, extension 4471. 
Director, Office of Small Business: J. C. Pritehard__. Code 141, extension 4761. 


Counsel: Charles H. Kendall el . Code 1221, extension 2425. 


Representative Rarns. I would like to ask another question about 
aluminum. Do you know about a hearing going on before some sub- 
committee of the House Judiciary Committee ‘with reference to lo- 

cating an aluminum plant in Ca nada with American money, or does 
th: it come under your jur indiction ¢ 

Mr. Ginson. [I do not know about the hearings, but there is no pres- 
ent program so far as I know to locate an aluminum plant in Canada 
by American money or through American efforts. 

Representative Rains. Some 2 or 3 weeks ago we heard a lot of 
that, and 1 understood there was nothing like that. 

Mr. Gisson. That is not so. There is no such program under way. 

tepresentative Rains. I feel better, then. 

Mr. Gisson. As of today, I would say that would never come about. 

Representative Rarns. I do not think anybody would want that to 
come about if they thought about it. 

One other question: | have had several large- and small-business 
men, in an effort to assist in the shortage of strategic materials, like 
brass for valves, and things of that sort, who have submitted—and 
they are not crackpots because they are already manufacturers, and 
big ones. There happens to be one in my home town who manuface- 
tures a valve out of some other kind of material. I am not an in- 
dustrialist or an engineer and I do not know what it is, but that is 
being utilized in places like Republic Steel and Goodyear Tire & 
Rubber, and they have made every effort in the world to interest the 
Army and NPA, and all of those, in utilizing this type which uses 
none of the strategic material, and about all I can get is, “We don’t 
have time to consider it.” 

Mr. Fink, who is one of the assistants to our committee over on the 
House side, the Banking and Currency Committee, related to me a 
moment ago a story of a friend who had a similar situation that 
could be utilized to relieve the pressure on these very short materials. 
Whom should they contact? Someone should give them an ear be- 
‘vause I do not think we have found all the answers to shortages, and 
we possibly could come up with some more to assist. Whom should 
they contact ? 

The Vice Cuamman. May I ask a question there? 

Representative Rais. Yes. 

The Vice Ciarrman. Who approves the Defense Production loans? 
What agency / 

Mr. Ginson. We do. 
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Application is made to one of the RFC loan agencies and it is then 
submitted to one of the delegate agencies—ICC, Commerce, Interior, 
or Agriculture, depending on the nature of the application—for 
screening. 

The function of the DPA is to direct the administration of section 
302 of the Defense Production Act of 1950 relating to loans. 

The Vice CuarrmMan. You do? 

Mr. Gipson. Yes, sir. 

The Vice Cuarman. The loans? 

Mr. Gipson. Yes, sir. With the advice of the Munitions Board, 
Congressman. 

The Cuarman. The Munitions Board ¢ 

Mr. Ginson. I am answering Representative Rains’ question. 

The Cuatrman. Mr. Brown asked you about loans. 

Mr. Gisson. I said I was responsible. 

The CHarrmMan. You are? 

Mr. Gipson. My signature goes on them. 

The CuatrrmMan, I did not mean to interfere, Congressman. 

Representative Ratns. You say the Munitions Board ¢ 

Mr. Gieson. It advises us. So does the Industry Section of NPA. 
That is what they are for. 

Representative Rais. When you say you approve Defense loans, 
do you mean guaranties of loans to small business engaged in war 
contracts? Is that what you mean? 

Mr. Gisson. You mean under 301? 

Representative Rarns. Yes. 

Mr. Gipson. 0, sir. Those are loans from private banks which 
are to be guaranteed by the Government contracting authority through 
the Federal Reserve banks. Are those the ones you mean ? 

Representative Rarns. Yes. 

Mr. Gipson. For the contractors to help out for working capital? 

Representative Rarns. Yes. 

Mr. Gipson. No; they do not come in to us. 

Representative Rarns. Do you recognize the need for the reinstitu- 
tion of the Defense War Plant Corporation? 

Mr. Gipson. I would rather not answer that positively. Secretary 
Chapman of the Interior has made a request for such a plan, particu- 
larly as far as some of his minerals are concerned. 

Representative Rains. Do you think the RFC should have the right 
to lend on war contracts that have already been granted to small busi- 
ness, under its present set-up ? 

Mr. Ginson. Why, I think that loans should be made. The 301 is 
not working as well as it should, as you know. 

Representative Rains. That is right. 

Mr. Gipson. That is due to a ruling of the Comptroller General. 

The Cuamman. What ruling did he make? You are talking about 
301 Defense Production Act loans ¢ 

Mr. Gipson. Yes, sir. 

Representative Rains. That is right. 

Mr. Gisson. Mr. Wilson’s office, Mr. Bergson, is working now on 
that question to get that cleared up. We have made some Joans and 
some situations where working capital comes in that may be a little 
beyond our authority—I do not know—because we have felt that we 
could not hold it up. 
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Representative Rains. I think you have a lot of answers just having 
been — 3 weeks, 

Mr. Grsson. I hope in another 3 weeks I will really know some- 
thing. 

The Cuamman. I would like to follow your question through, 
Congressman, because I think I was told by either Mr. Wilson or Mr. 
Johnston—and I had a bill introduced and referred to this committee, 
and I have done nothing about it, and I intend to do nothing about 
it if my information is correct—and that is that you or Mr. Harrison 
is to appoint a deputy who would be principally and solely for small 
business only. Is that correct? Who told me that? 

Mr. Gisson. I think Mr. Wilson told you, or General Clay. 

The Cuairman. General Clay did not come down. 

Mr. Gipson. Then it was Mr. Wilson. 

The Cuamman. He told me that. Are you going to put a man on? 

Mr. Gisson. He may be a chairman of an executive committee, but 
that will be his job. He will be our man. 

The CHamman. We want somebody to look after small business 
in your organization. 

Mr. Grisson. There will be. That will be set up. 

The Cuairman. This committee would like to know who that would 
be, because sometimes when somebody is appointed to look after little 
business, usually it is some big business fellow. You know how 
things go. 

I would appreciate it when you consider this man if you will let 
this committee know, 

(There was discussion off the record.) 

Representative Rarns. Of course, I am not the particular champion 
of small business. That title belongs to the Honorable Wright Pat- 
man on our side of the Hill, but there is a hue and ery throughout 
the Nation among small-business men. When you look at the tax 
burden and all that, if we do not do something to keep them in 
business we are going to suffer materially. And the feeling is going 
out that we are moving into a proposition with these contracts that all 
this business is going to be shoved out to big industry in big lots, and 
that is going to be bad. 

For that reason, as one member of this committee, I would like to 
see some emphasis put on small business to keep those businesses 
operating so they can play their share. They are entitled to it, and 
they can play a vital part in the war effort. 

Take, for instance, in Congressman Brown’s State of Georgia, 
Atlanta, which is one of the greatest cities of the country. I have 
been amazed so many times to drive down there. It is a city of small 
businesses. I do not mean tiny—they are fairly large—but small as 
compared to General Electric. It is one of the greatest cities in the 
world because of that. Those people -all over the Nation feel like 
they are not getting the consideration they should this early in the 
game, and from some of the things I have heard, very frankly I am 
inclined to agree with them. 

The Cuamman. I am going to follow your remarks with this state- 
ment, and I am thoroughly in agreement with you. I feel as the Con- 
— does, that a deputy ought to be appointed without delay 

cause these little fellows in Alabama and Georgia—not because the 
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Congressman is from there—who have these aluminum plants around 
the Reynolds works, who built this business up, if they lose it all 
and get discouraged, we might lose them for the war effort. In the last 
war effort I think it was the little fellows and the little farmers that 
did more to produce when production was needed than the big ones, 
because the big ones were already up to their necks. It was the little 
ones who did the job. 

I certainly hope you will do it as soon as Mr. Harrison gets well 
enough, or if not, if you can talk to him and tell him this committee 
really believes time is of the essence in the appointment of some gentle- 
man as deputy, as Mr. Wilson told us he intended to do, and let the 
committee know, because then we can send these people to this man. 

Representative Tarte. Mr. Chairman, I want to say that what Mr. 

tains said about small business is equally true of small business in 
the State of Iowa, and most of the businesses are small there. 

The Cuarrman. Of course they are. 

Representative Tatue. Every day they express to me the fear that 
they are going under. They say, “This program is gigantic, and we 
little operators are going under for lack of materials.” I suggest we 
should have a deputy administrator chosen from smal] business to 
protect the interests of small business. 

The Cuatrman. I think it would be a big boost, as you say, and Mr. 
Rains says, if we could have an announcement in the paper by Mr. 
Wilson, or whoever is supposed to do it, that So-and-So has been 
named as small-business adviser to Mr. Harrison and to you, tempo- 
rarily, so we can send people with complaints to him. Some of them 
might be justified and some of them might not be. But so the people 
of the country and the small-business man can say, “Well, after all, 
we have somebody in Washington we can appeal to. We have a little 
hope to hold onto our business until these contracts are let and then 
sublet.” Because there is a long time between the letting of a con- 
tract and the subletting. 

Mr. Gipson. Oh, yes. 

The Cuarrman. Are there any further questions, gentlemen ? 

Well, if not, we thank you for coming down and express to Gen- 
eral Harrison our hope of speedy recovery. 

Mr. Girson. Thank you, sir. 

The Cuarmman. The committee will stand in recess. 

(Whereupon, at 12:05 p. m., a recess was taken to the call of the 


Chair.) 
































